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Despite a dramatic expansion in the coverage of infants and young children under the Medicaid program since the mid-1980s, more than 9 million children had no health insurance coverage in 1992. Millions more lacked full coverage for primary care and preventive services. To address the problems faced by these uninsured and underinsured children, innovative programs to provide health care coverage to low-income children in families with incomes too high to qualify them for Medicaid have been developed in almost half of the states in this country.
In this article, Ian Hill and Larry Bartlett of Health Systems Research, Inc., and Molly Brostrom, formerly of Health Systems Research Inc., currently with the White House Health Care Reform Task Force, describe these innovative programs, including the privately financed Blue Cross/Blue Shield Caring Programs and promising public sector programs in 11 states. They analyze the major public and private programs using a matrix of key design features, including eligibility requirements, benefit packages, payment and delivery arrangements, and locus of control, which define each program.
The privately financed Blue Cross/Blue Shield Caring Programs and New York State's Child Health Plus have a number of features in common. The programs offer subsidized coverage for primary and preventive services to low-income children ineligible for Medicaid. Although these programs have limited enrollments and a limited benefits package, they have scored some important successes in simplifying enrollment procedures and mainstreaming low-income children into a private system of primary care.
Other states (Maine, Vermont, Washington, and Wisconsin) have built on their Medicaid programs to provide coverage of comprehensive health services for children otherwise ineligible for Medicaid. As described in this paper, Florida offers comprehensive health care coverage in a pilot program which uses the school system in one county as a pooling mechanism to purchase private managed care coverage. Other states are also experimenting with small-scale programs to reach designated populations of uninsured children.
Perhaps the most exciting state program described by Hill, Bartlett, and Brostrom is Minnesota's Children's Health Plan. Implemented in 1988 with a limited benefit package of ambulatory preventive and primary care for children between the ages of one and eight in families with incomes below 185% of the federal poverty level, the program has been so successful that it has been steadily expanded. The benefit package has been enhanced to include inpatient hospital care and other previously excluded, high-cost health services and eligibility criteria expanded to include families with incomes up to 275% of poverty and adults without children by July 1994. Another recent development which may provide direction for state child health insurance initiatives is the 1902(r) (2) option. This amendment to the federal Medicaid statute provides states with the opportunity to capture federal dollars to support expanded child health insurance initiatives under the Medicaid program. As detailed in this article, a number of states have already used this option to obtain federal matching funds to double or even triple state dollars going into expanded Medicaid programs. While policymakers at the federal level are still contemplating various strategies for extending health insurance coverage to the country's large uninsured populations, a large number of states seem to be providing coverage to thousands of children who previously lacked it. Although these state programs have not been well evaluated, there is reason to believe that they should be watched closely as they may be the stepping-stones to more comprehensive health care reform initiatives.
-E.L.
C
reated in 1965 as Title XIX of the Social Security Act, the Medicaid program today serves as the primary public program financing health care services for low-income American children. Indeed, a series of federal statutory changes begun in the mid-1980s has dramatically expanded this program's coverage of infants and young children. 1 As of January 1993, all states offer Medicaid coverage to children under age 6 in families with incomes below 133% of the federal poverty level, and to children under age 10 living in families with incomes below 100% of poverty. Coverage of children up to age 19 in families with incomes below 100% of poverty is being phased in on an annual basis.
In spite of these expansions, an estimated 9.5 million children in the United States remained without any form of health care coverage in 1991. 2 Additionally, millions of other children had insurance that provided less than full coverage of primary and preventive services. In part, because private employer-based health insurance coverage of dependents declined significantly in the late 1980s, 3 many of these children are members of "working poor" families whose incomes are too high for them to qualify for Medicaid coverage, even with the recent expansions.
To address the problems faced by these children, a number of states have established programs that seek to extend coverage to certain low-income children who are not eligible for Medicaid. A number of private insurers, sometimes in collaboration with state governments, have also established similar subsidized programs.
This article describes these innovative programs and is organized in the following manner. First, an effort is made to identify the key design decisions planners must make in developing programs of this kind. Next, the major programs established by individual states or private organizations which are currently directed at extending subsidized coverage to low-income children who are ineligible for Medicaid are described. Then, a description of new opportunities that exist for using federal Medicaid funds to support these new programs, as well as the potential role that these programs can play in states' broader strategies to provide universal access to health care is provided. Finally, the article concludes with a summary of the lessons ple, given current Medicaid eligibility limits, a state establishing a supplemental program may decide to extend poverty-level coverage to older children who are ineligible for Medicaid because of their age. Conversely, the state may choose to raise income eligibility thresholds to allow coverage of younger children in families with incomes above Medicaid limits.
Aside from establishing age and income criteria, there are a number of other areas in which eligibility policy decisions must be made. For example, a state must decide whether it will offer coverage only to children who possess no other form of insurance, or allow the new program to cover underinsured children as well, that is, children who possess insurance that does not cover certain needed services or that has significant cost-sharing requirements that limit access to these services.
n Covered Benefits. States have several decisions to make regarding the benefits to be covered under these programs. A state may choose to provide comprehensive coverage similar to that available under its Medicaid program, or a state may opt to provide coverage only for ambulatory primary and preventive services. To the extent that the needs of older and younger children differ, the content and scope of covered benefits may need to be linked to the program's eligibility policies.
n Payment and Delivery Arrangements. States must also make important decisions concerning both the method and the level of payment to be made to providers under these programs. As will be discussed, while a number of programs enroll children in capitated arrangements, fee-for-service arrangements are also quite common. Fee levels used can be the same as those paid under Medicaid, or a program may utilize private sector rates. Similarly, a new program may provide care to children through the same providers participating in the Medicaid program, or utilize a network of providers (including health maintenance organizations and/or preferred providers) established by private insurers.
n Public versus Private Programs. A number of the programs described in this article represent primarily private sector initiatives, although some of these have been developed with the cooperation and support of state governments. Others are primarily public sector programs, receiving the bulk of their support through state funds. However, even if programs are financed primarily with public sector dollars and their policies and procedures are made consistent with those of their counterpart state Medicaid programs, states must still decide the degree to which they A state must decide whether it will offer coverage only to children who possess no other form of insurance, or allow the new program to cover underinsured children as well.
wish to give these programs their own, separate identity in an attempt to avoid the welfare stigma often associated with Medicaid. States must also decide whether they will directly administer a primarily public program, or contract with private insurers for certain services such as eligibility determination and/or claims processing. n Financing. As noted above, funding for these programs may come from a variety of sources, both public and private. Private sector support may include in-kind administrative support, special provider discounts, and subsidies or premiums assessed on families. Public sector funds have been derived from a number of sources, including general revenue appropriations and increases in cigarette taxes or other dedicated revenue sources.
A description of how these design features have been combined in existing programs is presented in the following section.
Children's Health Insurance Initiatives
In roughly half the states in this country, innovative programs for providing health care coverage to low-income children have been developed. Described below are the design features and early experiences of many of these children's health insurance initiatives, beginning with programs that originated in the private sector and continuing with promising public sector initiatives in 11 states. Table 1 provides a summary matrix of the characteristics and policies of these different programs, in 6 Caring Programs across the country also share the following characteristics: n Most programs cover outpatient care, well-child visits, immunizations, primary care for illness and accident, emergency services, laboratory and x-ray services, and outpatient surgery. Plans in six states offer prescription drugs, but only three states offer coverage for inpatient hospital care. n Eligibility determination processes are typically quite simple: applications are never more than one page; no assets restrictions are imposed; no income verification is required; and families pay no enrollment fee. To reduce adverse selection and discourage families from enrolling only sick children, some programs require that all eligible children in a family enroll. In addition, because Caring Programs are designed to supplement Medicaid, their plans require potentially eligible children first to apply for Medicaid. Indeed, through outreach, public education, and enrollment efforts, some Caring Programs have identified large numbers of children who are eligible for but not enrolled in Medicaid. 8 Across all programs, the cost of sponsoring a child (i.e., the annual per-child premium) averages $270 per year. Annual premiums range from a low of $156 in Western Pennsylvania to a high of $528 in the New York Caring Program, reflecting variations in program policies and in health care costs in different regions. 7 While the majority of financing support for the programs is derived from philanthropic donations, some Blue Cross/Blue Shield organizations also directly match private donations. 9 In addition, public funds also support the provision of care in some Caring Programs. For example, n A $335,000 grant, awarded in the late 1980s by the federal Maternal and Child Health Bureau, was used as seed money by several states to replicate the original Western Pennsylvania program; n A federal Health Care Financing Administration (HCFA) demonstration grant underwrites a portion of Michigan's Caring Program; and n In Alabama, Iowa, and Western Pennsylvania, public funds are used to support directly a portion of the cost of covering children in these states. 7 Enrollment in Caring Programs has increased steadily over time. In the most recent year for which data are available, total enrollment in the 17 Caring Programs nearly doubled, rising from 21,695 in September 1991, to 39,070 children in September 1992. 7 In 1993, total enrollment is expected to double again as several of the more recently implemented programs mature and as five new programs begin operation. 10 In addition to expanded enrollment, Caring Programs have enjoyed other important successes. Namely, program administrators report that the simple eligibility determination process enables families to maintain their sense of dignity while receiving publicly subsidized medical assistance. Mainstreaming low-income children into a private system of primary care is also facilitated by providing families with a Blue Cross/Blue Shield card which is virtually indistinguishable from standard insurance cards. 9 
State-sponsored Child Health Insurance Programs
While Caring Programs represent an important step toward providing health care coverage to uninsured children and also provide an example of the potential of community and private sector collaborative efforts, their limitations must also be acknowledged. Despite their continued growth, for example, Caring Programs remain relatively small. The Western Pennsylvania Caring Program, which has the largest enrollment of all the plans at approximately 6,500 children, is reaching only 11% of the current estimated eligible child population in the service area.
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The dependence of the Caring Programs on philanthropy also limits their possibilities for expansion-waiting lists for coverage exist in 13 programs-and adds an element of uncertainty about their future operations. 7 Thus, as the numbers of low-income uninsured children continued to increase in the late 1980s, 12 state governments began efforts to expand health care coverage for this population. Some states, such as Minnesota and New York, focused resources on providing coverage of preventive and primary care services. Other states, such as Vermont, Maine, Washington, and Wisconsin, developed programs which build upon the Medicaid program to provide coverage of comprehensive health services for children. Florida also provides comprehensive health care coverage in a pilot program in one county, but uses the school system as a pooling mechanism to purchase private coverage. Each of these programs is discussed in detail below.
The Minnesota Children's Health Plan
Minnesota was one of the first states to establish a special health insurance program to subsidize coverage of low-income children ineligible for Medicaid. In response to the rapidly growing number of uninsured children in the state, in 1987 the Minnesota Legislature dedicated a one-penny increase in the cigarette tax to the creation of the Children's Health Plan (CHP). Implemented in July 1988, the plan was designed to conserve scarce state resources in two important ways: n First, program eligibility initially was limited to children between the ages of one and eight in families with incomes below 185% of the federal poverty level. n Second, to provide at least basic coverage to the greatest possible number of children, program benefits were limited to a package of ambulatory preventive and primary care services.
In response to the rapidly growing number of uninsured children in the state, in 1987 the Minnesota Legislature dedicated a onepenny increase in the cigarette tax to the creation of the Children's Health Plan.
The eligibility policies of the Children's Health Plan did not, however, remain static. After various Medicaid eligibility expansions rendered federally subsidized coverage available to more and more children, CHP raised its upper age limit. Beginning in January 1991, the program began covering all children under age 18 in families with incomes below 185% of poverty.
Access to the Children's Health Plan was designed to be relatively simple: the program utilized a one-page application form which could be completed by mail. Families enrolled in CHP paid an annual fee of $25 per child (with a per-family cap of $100 per year), and no additional family cost sharing was required for covered services.
From the outset, CHP allowed both uninsured and underinsured 13 children to enroll. Program planners believed that out-of-pocket costs (in the form of high deductibles and co-insurance) and gaps in coverage effectively created barriers to care even for children with private insurance. In fact, program experience has supported this belief: each year, almost one-third of CHP enrollees were children who possessed some other form of health care coverage. The other two-thirds of CHP children had no health care coverage, although almost half of all CHP parents were insured through their employment. 14, 15 By covering only ambulatory primary and preventive care, CHP's benefit policies departed significantly from those of the Minnesota Medicaid program (which covered comprehensive inpatient and ambulatory services). The Children's Health Parents of enrolled children perceived that their children were experiencing developmental problems at lower rates than parents of uninsured children.
Plan initially covered medical and dental checkups, clinic and physician visits to treat illnesses, laboratory tests, prescription drugs, vision and hearing care, and emergency room care. In January 1991, when the upper age limit for coverage was raised to 18, CHP also began covering certain outpatient mental health services in order to be more responsive to older children's needs. In contrast to Medicaid, CHP never provided coverage for inpatient hospital care. The Children's Health Plan was, however, patterned after the Medicaid program for two of its policies related to services: children covered by CHP were required to receive care from providers enrolled in Minnesota Medicaid, and reimbursement rates under the program were identical to those paid by Medicaid.
During its first three years, CHP succeeded in reaching almost 50% of the state's target population of low-income children. The state estimates that just under 30,000 children were enrolled in the program by the end of 1992. The state spent an average of $388 per child per year and, consistently, 80% to 90% of program expenditures were for physician, outpatient hospital, and dental services, and for prescription medications. 15, 16 The Children's Health Plan has received national recognition for its innovation and service to children, and evaluative studies of the program suggest a strong basis for this support. A formal unpublished evaluation of the program found that children covered by CHP utilized health services at significantly higher rates than their uninsured counterparts. The researchers also found that parents of enrolled children perceived that their children were experiencing developmental problems at lower rates than parents of uninsured children. 17 Annual reports described provider participation in the program as generally high and families as very happy with the Children's Health Plan. According to surveys of enrolled families, parents were pleased to find affordable health care for their children and appreciated the streamlined application system because it allowed them to maintain a sense of privacy and dignity while using a government program. Program officials also state that families seemed to be supportive of the requirement to pay a nominal $25 enrollment fee, because doing so creates a sense that they are contributing to the cost of their coverage and are not simply receiving a "handout." 14, 15 Indeed, the popularity and generally recognized success of the Children's Health Plan recently inspired the Minnesota legislature to build upon the program to move toward universal health insurance coverage across the state. In April 1992, Minnesota's Gov. Arne H. Carlson signed a law creating MinnesotaCare, a health insurance plan that will, over several years, extend state-subsidized health insurance coverage to all uninsured Minnesotans who are not eligible for Medicaid and who have incomes below 275% of the federal poverty level. 18 The Children's Health Plan has been incorporated as part of MinnesotaCare. This new initiative is discussed in detail in the Future Directions section of this article. Child Health Plus makes subsidized coverage available to all children under age 13 who are ineligible for Medicaid, possess no other health insurance, and live in families whose gross income falls below 222% of the federal poverty level. Families with incomes under 160% of poverty pay nothing to enroll their children, while those with incomes between 160% and 222% of poverty pay a $25 annual enrollment fee per child (with a per-family cap of $100 for families with four or more children). Families with incomes above 222% of poverty may purchase Child Health Plus coverage at the full cost of the premiums established under the program. These premiums range from $477 to $656 per year, varying with the region and specific health plan. 19 The Child Health Plus benefit package covers a wide array of ambulatory preventive and primary care services, but excludes such costly benefits as inpatient hospitalization and psychiatric care, and mental health, nursing home, and home health care. Co-payments are imposed for nonemergency use of emergency rooms ($35) and for prescription drugs (from $1 to $3). Under some plans, families can also purchase an additional package of dental, vision, speech, and other health care services. And while premiums for this optional package are subsidized, all families must pay at least a portion of the additional cost based on an income-related sliding scale.
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Program administrators believe that Child Health Plus provides a successful model for how public dollars can be used to encourage private insurers to cover the uninsured. In its first six months, the program enrolled 14,000 children. By December 1992, enrollment had risen to approximately 32,000 children. (The program's enrollment target is 55,000 children.) Only 150 of these children have family incomes which make them ineligible for a state subsidy. 21 Because of the minimal barriers to enrollment, insurers have encountered little difficulty in attracting families to the program: low fees make the plan affordable, and the simple application streamlines the eligibility process. 19 Since providers are reimbursed at private insurance rates established by the plans, CHP children do not face the same provider participation problems as faced by children in the Medicaid program. Program administrators believe that Child Health Plus provides a successful model for how public dollars can be used to encourage private insurers to cover the uninsured. In addition, these officials report that clients have been satisfied with the program: families and children covered under Child Health Plus avoid the welfare stigma and administrative burdens often associated with the Medicaid program.
Programs Built upon State Medicaid Programs
Unlike the states discussed above, which focused resources on providing coverage of ambulatory preventive and primary care, the states of Vermont, Maine, Washington, and Wisconsin, have developed child health insurance programs that provide comprehensive health care coverage. These initiatives build directly on the states' Medicaid programs by employing many of the same benefit, payment, and administrative policies. Specifically, the programs n Provide children with access to a comprehensive benefit package that is identical to that covered by Medicaid; n Rely on Medicaid-participating providers to render services; n Reimburse providers at Medicaid rates; and n Use the state Medicaid program's administrative systems for both eligibility determination and claims processing.
The unique features of each of these programs are described below.
Vermont's Dr. Dynasaur Program
The state of Vermont began a program in 1989 to provide comprehensive Medicaidlike health care coverage for young, lowincome children. Called Dr. Dynasaur, the program initially covered low-income children under age seven with family incomes under 225% of poverty. 23 In July 1992, additional state funds were authorized to raise to 18 In October 1990, the state of Maine established the Maine Health Program, an initiative to extend comprehensive health care coverage to low-income uninsured individuals in the state. The Maine Health Program was originally designed to subsidize coverage of children through age 19 in families with incomes at or below 125% of poverty and of adults with incomes under 95% of poverty. Because of budget shortfalls, however, enrollment in the adult component was terminated in February 1991 (although adults who were already enrolled continue to be covered). Beginning in June 1991, Maine was one of three states to receive a HCFA demonstration grant to support and test the costeffectiveness of innovative coverage initiatives. 26 Therefore, since that time, federal Medicaid funds have matched state expenditures incurred under the Maine Health Program. 27 As noted above, the Maine Health Program builds directly on the state Medicaid program; however, in a significant departure from Medicaid's policies, the Maine Health Program imposes a sliding scale premium upon some of its enrollees. Specifically, families with incomes between 100% and 125% of poverty are asked to pay a premium equal to roughly 1.5% of family income ($9.55 for the first person in the family and $3.35 for each additional person). Children in families whose income rises above 125% of poverty are permitted to remain on the program for up to two years, with premiums adjusted to reflect the families' increased earnings. At 185% of poverty, the per-child premium is roughly 3% of income.
Maine's demonstration project also features a buy-out provision that permits the state to determine whether it is more cost-effective to enroll eligible individuals in Medicaid or to pay the premiums and cost sharing associated with available private employer-based coverage. The state may also decide to provide wrap-around coverage for Medicaid benefits not included in an employer's benefit package. To date, the state has purchased employmentbased coverage for only about 5% of plan enrollees.
As of January 1993, researchers were just beginning to evaluate the Maine Health Program. Available program data indicate that, as of November 1992, there were 6,026 children and 2,415 adults enrolled in the program. The majority of enrolled children are between the ages of 10 and 19 because the state Medicaid program already covers children under age 10 in families with incomes below the poverty level. The annual cost of covering children under the Maine Health Program has averaged $736 per child. 26, 27 Currently, there is enough funding to operate the children's component of the Maine Health Program through June 1993. At that time, HCFA demonstration monies for this component of the program will run out; therefore, Maine officials are in the process of exploring alternative financing arrangements.
Washington's Children's Health Program
The state of Washington began its children's health insurance program in January 1991 to provide poor children with access to comprehensive health care coverage. The Washington Children's Health Program (CHP) provided fully statefunded, Medicaid-like coverage of children up to age 18 living in families with incomes below the federal poverty level and not eligible for Medicaid.
By the end of 1991, the program had enrolled more than 13,000 children, exceeding initial projections. At that time, because Medicaid covered all children up to age 9 living below poverty, the majority of children enrolled in CHP were between the ages of 9 and 18. Interestingly, more than half of all enrollees (53%)-and virtually every enrollee under age 9-were undocumented aliens who were ineligible for Medicaid because of citizenship requirements.
Data available through March 1992 indicate that Washington's cost experience was similar to that of Maine. For example, expenditures for inpatient hospital services accounted for approximately 30% of total program spending, and physician, outpatient hospital, and dental services consume all but 15% of remaining expenditures. The average annual cost per child under CHP was roughly $640.
More than half of all enrollees (53%) were undocumented aliens who were ineligible for Medicaid because of citizenship requirements.
As is discussed in detail in the final section of this article, a new Medicaid option permitted Washington to finance the bulk of its Children's Health Program with federal and state Medicaid dollars beginning in January 1992. Since that time, therefore, the remaining portion of the Children's Health Program supported by state funds alone has covered only children who do not meet federal Medicaid eligibility criteria (that is, primarily noncitizens). As of December 1992, there were approximately 8,000 children remaining in the state-funded Children's Health Program. 30 
Wisconsin's Healthy Start Program
Since August 1988, the state of Wisconsin has provided Medicaid-like health insurance to children between the ages of 2 and 6 in families with incomes between 133% and 155% of poverty through the Healthy Start Program. This program, while covering a narrower population than the initiatives described above, does provide comprehensive health benefits. The program is financed by state and federal Medicaid dollars under a federal waiver from the U.S. Health Care Financing Administration, and the state is in the process of negotiating a renewal of this waiver with HCFA. Currently, 2,500 children are enrolled in Wisconsin's Healthy Start. 31 
Providing Health Insurance Through the Schools Florida's Healthy Kids Program
In early 1992, Florida initiated a children's health insurance program which differs markedly from the programs described above in that it uses a school system as a grouping mechanism for the purposes of marketing and purchasing health insurance coverage for children. The original concept and the design for this model were developed by the Florida-based Insti-tute for Child Health Policy. 32 When, in 1990, state data indicated continued declines in child health and school performance as well as continued growth in the number of uninsured children in the state, the Florida legislature created the Healthy Kids Corporation to implement this model. Aided by a demonstration grant from HCFA to finance the plan, the Healthy Kids Program officially began enrolling children from the Volusia County school district in February 1992.
Initially, all uninsured children ages 5 to 19 who were actively attending school and ineligible for Medicaid were eligible to enroll in the Healthy Kids Program. Beginning in November 1992, the younger siblings of school-age children (those not yet attending school) were also made eligible for enrollment in the plan. Enrollment is voluntary, and there are no exclusions for preexisting conditions. Through a competitive bidding process, the Healthy Kids Corporation chose a local staff-model health maintenance organization (HMO)-Florida Health Care Plan, Inc.-to administer, underwrite, and provide services to children in the program. To meet expected demand and the Healthy Kids Corporation requirement that clients should not have to travel more than 20 minutes to receive care, the HMO has since contracted with five additional pediatricians and four family practice physicians located in Volusia County to serve Healthy Kids enrollees. 33 Through the plan, children have access to a benefit package that is comparable to that of the state Medicaid program. Healthy Kids covers primary and specialty physician visits, inpatient and outpatient hospital care, vision and hearing care, pharmacy, rehabilitation, organ transplants, and certain mental health services. Unlike the Medicaid program, some copayments are required-$3 for pharmacy, $25 for nonemergency use of an emergency room, $10 for mental health services, and $10 for eyeglasses. There is also a $1 million lifetime cap on services.
In another departure from existing state Medicaid policies, Healthy Kids imposes premium-sharing obligations on families enrolling their children. The program uses an income-based sliding scale, and the state subsidizes the $57 monthly HMO premium 34 in the following manner: families with incomes under the federal poverty level pay nothing toward the cost of coverage; families with incomes between 101% and 135% of poverty pay $3 per child per month; families with incomes between 136% and 185% of poverty pay $16 per child per month; and families with incomes above 185% of poverty can purchase coverage for the full $57 per child monthly premium. 35 Annualized, the program's full premium currently stands at $684. At this time, only 2% of program enrollees receive no subsidy while almost two-thirds of enrollees' families pay no premium. 36 Contrary to speculation among insurers when the program was being marketed, the Healthy Kids Program has not attracted a high proportion of especially sick or costly children. Early utilization data show that almost 70% of services used are primary care physician visits. In the first three months of the program, the Healthy Kids office visit rate was 10% higher than that of other children covered in the HMO, but now their rates are comparable. Few pregnant teens or children with special health care needs have enrolled in the program. One reason may be the fact that the Florida Medicaid program already covers all pregnant women-including adolescents-and infants in families with incomes below 185% of poverty. In addition, Florida is considered to have a broad and effective state Title V program serving chronically ill children. 33 Through December 1992, the Healthy Kids Program had enrolled more than 5,700 children, almost half of the 12,000 uninsured children targeted by the plan. As of December 1, 1992, total expenditures under the program were $321,000. Of this, $19,000 was paid by participants and the rest, by federal and state Medicaid dollars.
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Two evaluations of Healthy Kids are currently under way. HCFA has funded an evaluation to study whether the schoolbased program is an effective model for providing affordable health insurance for children. An evaluation by the Floridabased Institute for Child Health Policy will also examine both the implementation and impact of the program. 37 
Emerging State Initiatives
In addition to the programs described above, a number of states have either passed or recently implemented legislation authorizing the enactment of other children's health insurance initiatives. Brief descriptions of these new efforts are provided below.
California's Access to Infants and Mothers
In January 1992, California began an initiative to provide comprehensive health coverage primarily to low-and moderateincome pregnant women, as well as to their very young children. Under the Access for Infants and Mothers (AIM) Prog r a m , p r e g n a n t w o m e n w i t h n o comparable private insurance benefits who are not more than 30 weeks pregnant when they apply can obtain comprehensive health services for themselves and their children under age two if their family income is between 200% and 250% of poverty. Participants pay a $50 annual enrollment fee and contribute monthly premiums (which cannot exceed 2% of gross family income) toward the cost of their care. The program, funded by cigarette and tobacco tax revenues, currently has enrolled approximately 4,000 women and 1,000 children.
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Colorado's Child Health Plan
Colorado has recently begun pilot programs in two counties to provide health care coverage for up to 2,000 low-income children (1,000 in each site) through selected managed care systems. Begun in October 1992, the Child Health Plan subsidizes coverage for children under age nine in families with incomes below 185% of the federal poverty level who are not eligible for Medicaid coverage. Families pay a $25 annual enrollment fee per child (capped at $150 per family). Any medical care provided in a physician's office is covered under the plan (that is, services such as eyeglasses, prescription drugs, and inpatient hospital care are not covered). Enrollees are subject to a $2 co-payment for office visits and a $7,500-per-year limit on services.
Contrary to speculation among insurers when the program was being marketed, the Healthy Kids Program has not attracted a high proportion of especially sick or costly children.
Primary care physicians are reimbursed at an age-related capitated rate for each Child Health Plan enrollee. In Morgan County, for example, primary care physicians receive monthly payments equal to $20.15 for children under age one, $13.77 for one-year-olds, $5.80 for children between ages two through four, and $3.91 for children ages five through eight. Providers of facility services (laboratory work, x-rays) and specialty services are reimbursed on a fee-for-service basis: the former receive Medicaid rates, while the latter receive Medicaid plus 20%. This newly implemented program is administered by the state and funded by a combination of philanthropic donations and federal Medicaid dollars authorized under special waiver authority.
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Pennsylvania
In December 1992, Gov. Robert Casey signed into law a new children's health initiative that is scheduled for implementation in April 1993. The program is designed to cover children who are not eligible for Medicaid and whose families lack access to employment-based coverage. The program will provide n Fully subsidized coverage of children under age six in families with incomes below 185% of poverty; n A 50% subsidy for children under age six with family incomes between 185% and 235% of poverty; and n Fully subsidized coverage of children ages 10 through 12 in families with incomes below 100% of poverty. (The upper age limit of this poverty-level coverage will be expanded by one year each year until all children under age 19 are covered.)
The Pennsylvania program will be modeled closely after the Caring Program in Western Pennsylvania. The state will contract with Blue Cross/Blue Shield orCost is one of the most significant barriers currently preventing additional states from enacting programs that increase access to health care coverage.
ganizations to administer the plan, and the program will provide coverage of both ambulatory preventive and primary care services, as well as inpatient hospital care. State officials estimate that the program will eventually serve 40,000 of a potentially eligible population of 90,000 children, and that the per-child cost will be roughly $900 per year.
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Connecticut's Healthy Steps
Connecticut has also recently launched Healthy Steps, a public-private partnership with Blue Cross/Blue Shield to improve health care coverage for up to 1,000 low-income uninsured children in the city of New Haven. To be eligible, one child in the family must be enrolled in school, children must be under the age of 14, must live in families with incomes below 200% of poverty, must be ineligible for Medicaid, and may not possess any other form of health insurance. Open enrollment extended from October 15 to December 15, 1992, and coverage will last for one year beginning January 1, 1993.
Under the Healthy Steps program, which is marketed through New Haven schools, families pay $15 per child every three months (capped at $240 a year per family). One million dollars of state funds subsidizes the remaining program costs. T h e t o t a l p r e m i u m p a i d t o B l u e Cross/Blue Shield is $1,000 per child, and Blue Cross/Blue Shield absorbs any remaining risk. In contrast to the Caring Program model, Connecticut's program will provide comprehensive benefits, including inpatient hospital visits, basic dental care, outpatient mental health and substance abuse treatment, and prescription drugs through a preferred provider organization developed by Blue Cross/Blue Shield. The state is currently hiring a contractor to evaluate the program. 43 
Future Directions
To date, initiatives designed to expand low-income children's access to health care coverage have been established in just over one-half of the states. However, the questions of whether more states will follow suit by starting additional child health insurance programs and how existing programs may evolve given the intensifying national debate on health care reform remain unanswered. Recent developments do provide some insight into two possible directions for the future of child health insurance initiatives.
n First, an amendment to the federal Medicaid statute, cited at Section 1902(r)(2) of the Social Security Act, provides states with a unique opportunity to capture federal dollars either to support new or to expand existing child health insurance initiatives.
n Second, given the growing interest among policymakers in expanding health insurance coverage to broader populations of the uninsured, child health programs may increasingly be viewed as starting points for more comprehensive health reform initiatives. As demonstrated recently in the state of Minnesota, child health insurance programs can be steppingstones to universal access.
These recent developments are described below.
The 1902(r)(2) Option
Cost is one of the most significant barriers currently preventing additional states from enacting programs that increase access to health care coverage. With health care costs continuing to rise more rapidly than general inflation and with Medicaid expenditures consuming ever-increasing proportions of state budgets, policymakers in many states have been reluctant to consider taking on the additional financial burden of expanded health care programs. However, Section 1902(r)(2) of the Social Security Act may provide the means for additional states to acquire the resources needed to undertake special programs for mothers and children while also allowing those states already operating such programs to broaden the scope of existing state programs even further.
Section 1902(r)(2) was added to the Medicaid statute by the Medicare Catastrophic Coverage Act of 1988, but states have only recently begun to capitalize on its potential. Essentially, 1902(r)(2) allows states to expand dramatically the population of children and pregnant women eligible for Medicaid coverage by permitting states to use more liberal income and resource methodologies when determining eligibility for these groups than are used for the rest of the Medicaid population. Under Medicaid rules, states have always subtracted certain costs-such as those related to child care and work expensesfrom a family's gross earnings when calculating whether "countable" income falls below a given income eligibility threshold. By allowing states to disregard more types and greater amounts of income for pregnant woman and child applicants, Section 1902(r)(2) may enable states to restructure their Medicaid programs to allow more of these populations to qualify and, in so doing, to capture federal matching dollars toward the cost of their coverage.
Already, three of the states discussed in this article have utilized the authority contained within Section 1902(r)(2) to obtain federal Medicaid matching funds for their existing, previously state-funded child health programs. Section 1902(r)(2) allows states to expand dramatically the population of children and pregnant women eligible for Medicaid coverage by permitting states to use more liberal methodologies when determining eligibility.
n Finally, effective July 1, 1993, Minnesota received federal approval of a state Medicaid plan amendment to provide Medicaid coverage to all infants and pregnant women with family income below 275% of poverty. The state is using 1902(r) (2) authority to disregard all income between the current Medicaid eligibility standard and 275% of poverty, while also disregarding all assets.
In addition, two states that were planning to begin state-funded child health plans have recently opted to expand Medicaid instead, using 1902(r)(2) to maximize the impact of their state expenditures. n In October 1992, Delaware expanded its Medicaid eligibility standards to include children through age 18 living in families with incomes below the federal poverty level. n Beginning July 1, 1992, Virginia made Medicaid coverage available for children through age 12 living below the federal poverty level. In July 1993 this coverage was extended to children through age 18. (Also beginning July 1993, state-only funds are used to provide a comprehensive package of primary and preventive services to infants under one year and between 133% to 200% of poverty.) Minnesota, however, provides one example of how a children's health insurance program can become a stepping-stone to broader health care reform initiatives.
And finally, the state of Rhode Island has developed RIte Track, a program that has not yet been enacted by the state legislature which would use 1902(r)(2) authority to provide Medicaid coverage to all children under age six in families with incomes below 250% of poverty.
Perhaps because the potential of the 1902(r)(2) option has only recently been appreciated, there remain numerous child health programs that are being supported without the benefit of federal Medicaid support. However, other reasons exist which may explain why some states would choose not to take advantage of 1902(r) (2) . First, to receive Medicaid funds, states must offer full Medicaid benefits. States whose programs currently offer only preventive and primary care benefits might balk at the prospect of expanding the scope of services that children would be eligible to receive. In addition, some state officials attribute the success and popularity of their programs to the fact that they are distinct from the M e d i c a i d p r o g r a m . T h u s , w h i l e 1902(r)(2) might allow a state to double or even triple its investment of state dollars, policymakers might be reluctant to risk patient and provider support by incorporating their programs into Medicaid.
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The MinnesotaCare Program It is evident that Section 1902(r)(2) creates the potential for even more states to implement child health insurance initiatives. Yet, while these programs represent a step toward increasing access for one important segment of the estimated 36.3 million uninsured Americans, 2 they fall short of fulfilling the widely held goal of universal access to health care. The nearly 10 million uninsured children targeted by these programs represent less than one-third of the nation's uninsured population. Clearly, further efforts are needed if access to health care coverage for both uninsured children and adults is to improve.
Minnesota, however, provides one example of how a children's health insurance program can become a stepping-stone to broader health care reform initiatives. 45 After several years of focusing on expanding access to health care for the priority populations of pregnant women and children, the state of Minnesota enacted legislation in 1992 that will phase in health care coverage for uninsured low-and moderateincome adults.
Building on the success and popularity of the Children's Health Plan and utilizing revenues generated by a new five-centper-pack cigarette tax, the MinnesotaCare program began covering, on October 1, 1992, not only children under age 18 in families with incomes below 185% of the federal poverty level, but also their parents and dependent siblings (unmarried children under age 25 who are full-time students and financially dependent upon their parents). In January 1993, MinnesotaCare will extend coverage even further, to families with incomes up to 275% of poverty. The final stage of the phase-in will occur in July 1994 when adults without children (again, with incomes below 275% of poverty) will be eligible for coverage. In addition to meeting the income and age guidelines presented above, persons must not be eligible for Medicaid, must have had no access to employersubsidized coverage for 18 months, must have been uninsured for 4 months, and must be permanent Minnesota residents to qualify for coverage. 46 Services covered under MinnesotaCare will also expand upon the current Children's Health Plan benefit package. Starting in October 1992 and continuing through 1993, the basic CHP package will be broadened to include inpatient hospital and mental health services, outpatient treatment for chemical dependency, and emergency medical transportation services. Starting in July 1993, adults and children began paying a premium for coverage rather than the $25 per child enrollment fee currently assessed. The premium is based on a sliding scale, ranging from 1.5% to 8.8% of gross family income. Additional cost sharing doesn't apply to services for children, but does apply to selected services for adults, including a $3 co-payment for prescription drugs, a $25 co-payment for eyeglasses, 50% co-insurance for nonpreventive dental services, and 10% co-insurance for inpatient hospital services (subject to an annual cap). Care will continue to be received from any provider enrolled in the Minnesota Medicaid program, and reimbursement rates will still be the same as those paid by Medicaid.
Approximately 30,000 individuals are currently enrolled in MinnesotaCare. At this time, only 1,000 of these are adults. While service utilization rates for children are expected to remain relatively constant, annual per-enrollee costs under MinnesotaCare are expected to increase in fiscal year 1993 to $1,188 (from the current $388 annual cost of covering children for ambulatory preventive and primary care) because of the inclusion of more costly services (such as inpatient hospital) and the coverage of traditionally more costly adults. 16 
Conclusion
As this article has described, state programs designed to extend health care coverage to uninsured children vary dramatically in their scope and design. Unfortunately, given the relative newness of most of these efforts, few researchers have had the opportunity to formally evaluate their relative impacts and effects. As a result, analysts must rely on state program data, annual reports, and the anecdotal insights of program administrators to begin forming initial impressions about how and how well these programs are achieving their objectives. Because of its relative maturity, the Minnesota Children's Health Plan has provided us with the greatest amount of information regarding how a children's health insurance program may interact with existing public and private health care financing and delivery systems. Some of the early lessons that have been learned from state initiatives are described below. n Many policymakers argue that both patients and providers will respond more favorably to programs that involve private insurers because such programs avoid the stigma often associated with public assistance programs. (The popularity of the Caring Foundation programs and New York's Child Health Plus support this contention.) However, the Minnesota Children's Health Plan and Vermont's Dr. Dynasaur-two completely public programs that employ many of the same policies and administrative systems used by their respective Medicaid programshave also been extremely well received by clients and providers alike. These experiences suggest that, if a program can, through effective marketing and outreach, create an attractive and appealing image, then it can be popular regardless of whether it is financed and/or administered by a public or private entity. 47 n It appears that there may be some positive aspects to requiring families to share in the cost of program premiums. Early state experiences indicate that many families are both willing and able to pay something toward the cost of their coverage. (Indeed, as was discussed above, Minnesota families report that the annual $25-per-child enrollment fee creates a sense that they are not simply being provided a "handout" by the state.)
However, despite such anecdotal evidence, we still do not know the degree to which premium-sharing requirements act as a barrier to enrollment by discouraging families from applying for coverage. Further, we do not have a clear sense of when premium contributions become unaffordable for families with different incomes.
If a program can create an attractive and appealing image, then it can be popular regardless of whether it is financed and/or administered by a public or private entity.
n Despite sometimes slow enrollment, most children's health insurance programs have experienced substantial demand, and some have made significant inroads in providing coverage to the target populations of uninsured children. However, the experiences of some states have made it clear that the demand for coverage does not come only from families with uninsured children. Rather, many children who possess insurance with inadequate coverage of certain services (such as well-child care) or with extensive costsharing requirements also seek coverage under these new programs.
Indeed, looking again at the Minnesota experience, the Children's Health Plan consistently found that roughly one-third of its enrollees had been already-insured children. Further, many children who obtained coverage under CHP came from families in which the parents possess insurance, suggesting that parents were either not offered or did not purchase employer-based coverage of their dependents. n Private physicians seem to be satisfied with their participation in state children's health insurance programs, especially in states that have succeeded in creating a distinctly non-Medicaid image for their programs. Ironically, Minnesota officials report that private physicians have, on occasion, stated publicly that they believe the Children's Health Plan not only pays better than the state Medicaid program but also is administratively simpler and more efficient in its claims processing. In fact, CHP reimburses physicians according to the same fee schedule as Minnesota Medicaid and processes claims through the same system.
By expanding children's health care coverage through its Medicaid program, even the "richest" state would be able to capture roughly one federal dollar for every state dollar invested.
n In states such as Florida and New York, private insurers were initially reluctant to become involved in initiatives to expand coverage of low-income children. Fearing high levels of adverse selection, these payers were nervous about the financial exposure they might face if they were to underwrite coverage of this group.
In fact, children enrolling in these special insurance programs do not appear to be inordinately expensive. Rather, per-child cost data indicate that the types and amounts of services consumed by enrolled children are similar to those of insurers' regular membership children. No programs, to date, seem to have experienced significant adverse selection. n Annual per-child cost data from the states indicate that coverage of comprehensive inpatient and outpatient care costs roughly twice as much as coverage of ambulatory preventive and primary care alone. n New opportunities exist for financing children's health insurance programs through the Medicaid program. Using optional authority granted under Section 1902(r)(2) of the Social Security Act, three states have already transformed what had been solely state-funded initiatives into programs that provide comprehensive coverage to children under Medicaid. Two other states that had been planning implementation of state-funded programs recently took advantage of 1902(r)(2) to finance these programs under Medicaid instead.
The unique opportunity offered by 1902(r)(2) cannot be overemphasized. By expanding children's health care coverage through its Medicaid program, even the "richest" state would be able to capture roughly one federal dollar for every state dollar invested. Therefore, given the cost data reported above, a state that was planning to extend only preventive and primary care services to children under a state-only program could instead use these same state dollars to leverage federal funds under 1902(r)(2) to extend comprehensive care to the same child population at the same cost to the state.
n In the broader context of health care reform, children's health insurance programs represent an important strategy for extending coverage to one high-priority segment of the uninsured population. However, as has been seen in Minnesota, these programs can also be used effectively as stepping-stones to comprehensive health reform initiatives. While policymakers at the federal level have contemplated various possible strategies for expanding health insurance coverage to this country's 35.7 million uninsured individuals, a large number of states have moved aggressively forward with initiatives that target coverage to at least one highpriority group among the uninsured: children. As this article has described, these programs are differently designed with regard to eligibility, benefit, reimbursement, and administrative policies. However, they all share the same objective of extending financial access to care to greater numbers of needy children. While policymakers must wait for the results of various evaluation efforts before they can fully under-stand the impact of these programs, early 45. It should be noted that a small number of states have already implemented state programs to provide "universal" access to care. Since 1974, Hawaii has extended health insurance to 98% of its citizens through a combination of employer-mandated coverage, a state-subsidized "gap group" insurance program, and existing public aid programs (such as Medicaid). Similarly, Massachusetts also passed health care reform legislation in 1988 that would have provided universal access to health insurance for its citizens based on a pay-or-play employer health insurance mandate model. However, an economic slowdown and changes in the state government have delayed the implementation of the program.
46. Permanent residency is demonstrated by maintaining a residence at a verified address within the state for 180 days prior to application and signing an affidavit relating to permanent residency.
47. It may also be, of course, that states such as Minnesota and Vermont, which have successfully built expanded coverage on their existing Medicaid programs, have more popular, less troubled Medicaid programs to begin with than states that have not tried this approach.
